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OATH OR AFFIRMATION

Thomas Howard

President and Chief Executive Officer

The Company is exempt from filing the Computation for Determination of Reserve

Requirements As such no reconciliation is required

Thomas Howard swear of affirm that to the best of my knowledge and belief the accompanying

financial statements and supporting schedules pertaining to the firm of BancorpSouth Investment

Services Inc as of December 31 2010 are true and correct further swear or affirm that neither

the Company nor any partner proprietor principal officer or director has any proprietary interest in

any account classified solely as that of customer

Notary

Public0

This report contains check all applicable items NOTARy PUBLIC

10N082174
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Augusta 2014Statement of Financial Condition

Statement of Income

Statement of Shareholders Equity 47f/
Statement of Cash Flows

Statement of Changes in Liabilities Subor fthe Claims of General

Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Under Rule 5c3-3

Information Relating to the Possession or Control Requirements Under

Rule 15c3-3

xI1 Reconciliation including appropriate explanation of the

Computation of Net Capital Under Rule 5c3- and the Computation for

Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited balance sheet with
respect

to methods of consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have

existed since the date of the previous audit

Supplementary Report of Independent Public Accountants on Internal Control

Structure

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e



KPMG LIP

Morgan Keegan Tower

Suite 900

50 North Front Street

Memphis TN 38103-1194

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder

BancorpSouth Investment Services Inc

We have audited the accompanying statements of financial condition of BancorpSouth Tnvestment

Services Inc the Company wholly owned subsidiary of BancorpSouth Bank as of December 31 2010

and 2009 and the related statements of operations changes in stockholders equity and cash flows for the

years then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934

These financial statements are the responsibility of the Companys management Our responsibility is to

express an opinion on these financial statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes consideration of

internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control over financial reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audits provide reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of BancorpSouth Investment Services Inc as of December 31 2010 and 2009 and the

results of its operations and its cash flows for the years then ended in conformity with U.S generally

accepted accounting principles

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Schedule is presented for purposes of additional analysis and is

not required part of the basic financial statements but is supplementary information required by

Rule 17a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the

auditing procedures applied in the audit of the basic financial statements and in our opinion is fairly stated

in all material respects in relation to the basic financial statements taken as whole

Wi

February 24 2011

KPMG LU is Delaware limited liability partnership the U.S

member firm of KPMG International Cooperative Swiss entity



BANCORPSOUTH INVESTMENT SERVICES INC
Wholly Owned Subsidiary of BancorpSouth Bank

Statements of Financial Condition

December 31 2010 and 2009

Assets 2010 2009

Cash and cash equivalents 2123240 2058855

Advisory fees receivable 30000 30000
Commissions receivable 40176 17163
Securities owned at fair value 11148 37387

Deposit with clearing organization 75000 75000
Other assets 299 5401
Furniture and equipment net 136459 196356
Deferred income taxes net 18834 27559

2435156 2447721

Liabilities and Stockholders Equity

Liabilities

Accrued compensation 198401 162657
Other liabilities 105391 100797
Due to affiliated company net 8909 46282

Total liabilities 312701 309736

Stockholders equity

Common stock without par value Authorized issued and

outstanding share

Additional paid-in capital 1500000 1500000
Retained earnings 622455 637985

Total stockholders equity 2122455 2137985

2435156 2447721

See accompanying notes to financial statements



BANCORPSOUTH INVESTMENT SERVICES INC
Wholly Owned Subsidiary of BancorpSouth Bank

Statements of Operations

Years ended December 31 2010 and 2009

2010 2009

Income

Commissions 3897808 3516426

Advisory fees 199693 158194

Interest 5077 10852

Other 5397

4102578 3690869

Expenses

Salaries and employee benefits 2976219 2495870

Clearing organization fees 338052 301098

Advisory fees 7500

Registration fees and professional dues 181718 143769
Office occupancy and equipment 295935 274777

Communications and marketing 27664 14662

Other 303724 126915

4123312 3364591

Loss income before income taxes 20734 326278

Income tax benefit expense 5204 126999

Net loss income 15530 199279

See accompanying notes to financial statements



BANCORPSOUTH INVESTMENT SERVICES INC
Wholly Owned Subsidiary of BancorpSouth Bank

Statements of Changes in Stockholders Equity

Years ended December 31 2010 and 2009

See accompanying notes to financial statements

Total

stockholders

equity

1938706

199279

2137985

15530

2122455

Balance at December 31 2008

Net income

Balance at December 31 2009

Net loss

Balance at December 31 2010

Additional

Common paid-in Retained

stock capital earnings

1500000 438706

199279

1500000 637985

15530

1500000 622455



BANCORPSOUTH INVESTMENT SERVICES INC
Wholly Owned Subsidiary of BancorpSouth Bank

Statements of Cash Flows

Years ended December 31 2010 and 2009

2010 2009

Cash flows from operating activities

Net loss income 15530 199279

Adjustments to reconcile net loss income to net cash provided

by operating activities

Gain loss on securities owned 761 2042

Loss on disposition of fixed assets 39

Depreciation 93226 96624

Deferred income taxes 8725 3229
Decrease increase in assets

Advisory fees receivable 20000

Commissions receivable 23013 11866
Other assets 5102 4478

Increase decrease in liabilities

Accrued compensation 35744 47687

Other liabilities 4594 6975
Due to affiliated company net 37373 18956

Net cash provided by operating activities 70753 381772

Cash flows from investing activities

Purchases of securities owned 3000 32016
Redemptions of securities owned 30000 75000

Capital expenditures 33368 48734

Net cash used in investing activities 6368 5750

Net increase in cash and cash equivalents 64385 376022

Cash and cash equivalents at beginning of
year 2058855 1682833

Cash and cash equivalents at end of year 2123240 2058855

See accompanying notes to financial statements



BANCORPSOUTH INVESTMENT SERVICES INC

Wholly Owned Subsidiary of BancorpSouth Bank

Notes to Financial Statements

December 31 2010 and 2009

Organization and Summary of Significant Accounting Policies

Organization and Operations

BancorpSouth Investment Services Inc the Company wholly owned subsidiary of

BancorpSouth Bank the Bank was organized for the purposes of providing investment advisory

and securities brokerage services The Company is registered as broker-dealer with the Securities

and Exchange Commission under the Securities Exchange Act of 1934 and is regulated by the

Financial Industry Regulatory Authority F1NRA The Company clears customer transactions

through Pershing LLC on fully disclosed basis

Commissions

Commissions are recognized on trade-date basis as securities transactions occur

Advisory Fee Income

Institutional advisory fees and retail advisory fees are recognized and received monthly and

quarterly respectively Fees are based on either the month-end managed asset values or the average

daily assets under management In early 2008 the Company made decision to exit the institutional

advisory business Managed asset values were approximately $51000000 at December 31 2010 and

2009

Securities Owned

Securities owned by the Company at December 31 2010 and 2009 consist primarily of certificates of

deposits and equity securities that have readily determinable fair value These securities are carried

at fair value on the balance sheet

Income Taxes

The Companys results of operations are included in the consolidated federal and state income tax

returns filed by BancorpSouth Inc parent company of the Bank Taxes are allocated to each

subsidiary member of the consolidated group at the maximum federal and state statutory rates for

each subsidiarys taxable income or loss The allocation of tax expense for the Companys net

income is paid to the parent by the Company

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to

differences between the financial statement carrying amounts of existing assets and liabilities and

their respective tax bases Deferred tax assets and liabilities are measured using enacted tax rates

expected to apply to taxable income in the years in which the deferred tax assets or liabilities are

expected to be recovered or settled The Company had no uncertain tax positions at December 31
2010

j9 Cash Equivalents

The Company considers only cash and money market mutual funds to be cash equivalents

Continued



BANCORPSOUTH INVESTMENT SERVICES INC

Wholly Owned Subsidiary of BancorpSouth Bank

Notes to Financial Statements

December 31 2010 and 2009

Fair Value of Financial Instruments

At December 31 2010 and 2009 the carrying values of the Companys financial instruments

approximate their fair values

Ii Furniture and Equipment

Furniture and equipment are stated at cost and are depreciated on the straight-line method using

estimated useful lives of three to seven years

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect

the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the

reporting period Actual results sometimes differ from those estimates

Affiliated Company

Certain operating expenses are paid by the Bank on behalf of the Company and certain commission

expenses are paid by the Company on behalf of the Bank The Company was liable to the Bank for net

operating expense reimbursements totaling $8909 and $46282 at December 31 2010 and 2009

respectively Additionally the Company had $44384 and $56602 of cash on deposit with the Bank at

December 31 2010 and 2009 respectively Most of the Companys offices are located within branch

offices of the Bank The Bank does not charge office rent for the use of this space

Furniture and Equipment

Furniture and equipment at December 31 2010 and 2009 consist of the following

2010 2009

Leasehold improvements 58217 58217

Furniture fixtures and equipment 778603 772527
Software 345155 449352

Other 27347 27347

1209322 1307443

Less accumulated depreciation and amortization 1072863 1111087

136459 196356

Depreciation expense was $93226 and $96624 for the years ended December 31 2010 and 2009

respectively

Continued



BANCORPSOUTH INVESTMENT SERVICES INC

Whoiiy Owned Subsidiary of BancorpSouth Bank

Notes to Financial Statements

December 31 2010 and 2009

Net Capital Requirements

In accordance with regulations of the Securities and Exchange Commission the Company must maintain

minimum net capital as defined such that the ratio of aggregate indebtedness as defined to net capital

does not exceed 15 to At December 31 2010 the Companys net capital exceeded required capital by

$1676168 and the ratio of aggregate indebtedness to net capital was 0.16 to

Statement of Changes in Subordinated Liabilities

The financial statements do not include statement of changes in liabilities subordinated to the claims of

general creditors as required by Rule 7a-5 of the Securities and Exchange Commission since no such

liabilities existed at December 31 2010 and 2009 or at any time during the years then ended

Income Taxes

The current and deferred components of income tax benefit expense are as folows

2010 2009

Current

Federal 12108 113205

State 1821 17023

13929 130228

Deferred

Federal 7584 2807
State 1141 422

8725 3229

5204 126999

The differences between the income tax benefit expense shown on the statements of operations and the

amounts computed by applying the federal income tax rate of 35% in 2010 and 2009 to loss income

before income taxes follow

2010 2009

Expected income tax benefit expense 7257 114197

State income taxes net 442 10791

Nondeductible expenses 2062 2084

Tax credits and other net 433 73

5204 126999

Continued



BANCORPSOUTH INVESTMENT SERVICES INC

Wholly Owned Subsidiary of BancorpSouth Bank

Notes to Financial Statements

December 31 2010 and 2009

The tax effects of temporary differences that gave rise to significant portions of the deferred tax assets

liability are as follows

2010 2009

Accrued vacation 28459 23764
Furniture and equipment due to differences

in depreciation 10483 3795

Other net 858

18834 27559

Commitments and Contingencies

The Company in the ordinary course of operations is subject to various pending or threatened legal

actions some of which involve matters that are significant to the accompanying financial statements

Management believes that the ultimate disposition of these matters will not have material adverse effect

on the Companys financial statements



Schedule

BANCORPSOUTH INVESTMENT SERVICES INC

Wholly Owned Subsidiary of BancorpSouth Bank

Computation of Net Capital under Rule 5c3- of the Securities and Exchange Commission

December 31 2010

Total stockholders equity 2122455

Less nonallowable assets

Advisory fees receivable 30000

Deferred tax asset 18834

Accounts receivable other 299

Furniture and equipment net 136459

185592

Net capital before haircuts 1936863

Less haircuts 10695

Net capital 1926168

Computation of Basic Net Capital Requirement

Aggregate indebtedness 312701

Net capital requirement 250000

Excess net capital 1676168

Ratio of aggregate indebtedness to net capital .16 to

Reconciliation with the Companys computation included in Part II of

Form X-17A-5 as of December 31 2010
Net capital as reported in Companys Part II unaudited

FOCUS report 1892568

Audit adjustments net 33600

Net capital per above 1926168

See accompanying independent auditors report
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KPMG LLP

Morgan Keegan Tower

Suite 900

50 North Front Street

Memphis TN 38103-1194

Report on Internal Control Required by

SEC Rule 17a-5g1 for Nonissuer Broker-Dealer

Claiming an Exemption from SEC Rule 15c3-3

The Board of Directors and Stockholder

BancorpSouth Investment Services Inc

In planning and performing our audit of the financial statements and supplemental schedule of

BancorpSouth Investment Services Inc the Company as of and for the year ended December 31 2010 in

accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we

considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a1 and for determining

compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review the

practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with U.S generally accepted accounting principles Rule 17a-5g lists additional objectives of

the practices and procedures listed in the preceding paragraph

11
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Because of inherent limitations in internal control and the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or combination

of deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2010 to meet the SECs

objectives

This report is intended solely for the information and use of the board of directors management the SEC
and other regulatory agencies that rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by anyone

other than these specified parties

LCP

Memphis Tennessee

February 24 2011
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BANCORPSOUTH INVESTMENT SERVICES INC

Whoiiy Owned Subsidiary of BancorpSouth Bank

Financial Statements and Schedule

December 31 2010 and 2009

With Report of Independent Registered Public Accounting Firm Thereon


